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1GENERAL ACCOUNTING OFFICE
While the OMB's Chief Financial Officer (CFO) represents centralized leadership to
address essential elements in solving the government's long-standing financial
management problems, the leadership provided by a CFO must encompass an even wider
range of responsibilities, according to a GAO report recently released. The 
report provides an assessment of the OMB's CFO's progress in addressing government 
financial management problems. In addition to the governmentwide level, the CFO 
concept should be applied at the department and executive agency levels as well, 
the report states. The GAO report entitled, "Financial Management: Progress of
OMB's Chief Financial Officer," states that a CFO should be the administration's 
principal advisor on financial management matters, including: 1) setting policies 
and prescribing requirements for the establishment and operation of the 
government's financial management systems; 2) assisting agencies in recruiting and 
training financial management personnel; 3) coordinating and monitoring financial 
management activities; 4) reviewing financial management improvement budget 
requests; and 5) advising on resources needed to develop and operate financial 
management systems. In addition, a CFO should develop and oversee implementation 
of a governmentwide plan to modernize the government's financial management 
systems and operations, according to the report. Two specific areas considered by 
GAO to be especially critical in achieving this objective are improving financial 
reporting and requiring financial statements and annual financial audits. The GAO 
identified four factors which have constrained the CFO's activities: 1) The CFO
is responsible for areas in addition to those related to the CFO function; 2) The 
CFO has not been given enough staff resources; 3) Agency management sometimes lack 
a sustained commitment to carry out financial management reform in their agencies; 
and 4) As administrations and personnel change, the interest in and dedication to 
fulfilling unlegislated reform objectives change as well. Copies of the report, 
GAO/AFMD-88-52, may be obtained by writing the GAO at P.O . Box 6015, Gaithersburg, 
MD 20877, or by calling the GAO at 202/275-6241.
TREASURY, DEPARTMENT OF
Limited safe harbor for partnerships' adjustments to capital accounts is the subject
of IRS Advance Notice 88-87 which was released recently. The IRS said it has 
received inquiries regarding the "restatement of capital accounts" provisions of 
Treas. Reg. section 1.704-1(b)(2)(iv)(r), relating to partnerships that began 
operating in a taxable year beginning before 5/1/86. The notice issued by IRS 
describes a limited safe harbor that will be added to the regulations for 
partnerships that make certain adjustments to capital accounts and modifications 
to partnership agreements pursuant to paragraph (b)(2)(iv)(r) of section 1.704-1 
on or before 11/1/88. Section 704(a) of the Internal Revenue Code of 1986 
provides that a partner's distributive share of income, gain, loss, deduction, or 
credit is generally determined by the partnership agreement, the IRS said. 
However, section 704(b)(2) provides that a partner's distributive share of such 
items shall be determined in accordance with the partner's interest in the 
partnership if the allocation of such items to a partner under the partnership 
agreement does not have substantial economic effect. The regulations provide that 
an allocation of income, gain, loss, or deduction to a partner will generally have 
economic effect only if, throughout the full term of the partnership, the 
partnership agreement provides for the determination and maintenance of the 
partners' capital accounts in accordance with the rules under section 1.704- 
1(b)(2)(iv). The notice is scheduled to be printed in Internal Revenue Bulletin 
1988-34, dated 8/22/88. For further information after reading the notice, contact 
Robert E. Shaw at the IRS at 202/566-3297.
2SPECIAL: AICPA TESTIFIES BEFORE CONGRESSIONAL TASK FORCE ABOUT FEDERAL FINANCIAL
MANAGEMENT
Improving Federal financial management was the subject of testimony presented to the
Task Force on Federal Budgeting and Financial Management of the House Republican
Research Committee by Harold I. Steinberg, a partner with Peat Marwick Main & Co. 
and former Associate Director for Management at the Office of Management and 
Budget. Mr. Steinberg testified on behalf of the AICPA's Task Force on Improving 
Federal Financial Management, at the request of Rep. Joseph J. DioGuardi, the 
chairman of the Congressional task force. Mr. Steinberg was accompanied by Joseph 
F. Moraglio, AICPA vice president for Federal Government Relations. Mr. Steinberg 
expressed serious concern about the lack of effective financial management systems 
and accountability in the Federal government. Mr. Steinberg went on to highlight 
what the AICPA task force is doing currently to address these concerns, citing 
four position papers that are being drafted to provide analysis and 
recommendations for improving Federal financial management. He also said a 
symposium is scheduled to be held in the spring of 1989 to increase awareness of 
the current financial management situation and build support for improvements. 
The heart of Mr. Steinberg's testimony centered on three topics upon which he was 
asked to comment: accounting and reporting systems, financial management
organization, and the cash basis system. Mr. Steinberg commented that although 
"agencies have been steadily improving their accounting and reporting systems,... 
unless major changes are made in the current approach to recruiting and retaining 
personnel, there will not be sufficient qualified financial management people to 
manage and operate the systems or use the information." Regarding financial 
management organization, Mr. Steinberg stressed the necessity of having the Chief 
Financial Officer of the Federal government established legislatively. He also 
noted that the government's Chief Financial Officer should be given sufficient 
staff to define policies, develop standards, and monitor performance and that 
there is a need for controllers in all Federal departments and agencies. 
Regarding the third topic on which he was asked to comment, Mr. Steinberg said 
that the AICPA is preparing a position paper that would recommend that the Federal 
agencies in government should follow uniform accounting principles in the 
preparation of their financial statements. Mr. Steinberg commented that while it 
has been suggested that the Federal government follow generally accepted 
accounting principles (GAAP) as defined by the Financial Accounting Standards 
Board (FASB) and the Government Accounting Standards Board (GASB), many types of 
financial transactions are "unique to the Federal government and not specifically 
addressed by the FASB or GASB." In closing, Mr. Steinberg said, "The challenge to 
improve Federal financial management is large and complex but, in our view, it is 
doable and must be done."
Other witnesses included Joseph R. Wright, Jr., deputy director of OMB; Gerry 
Riso, chief financial officer of the United States; Frederick D. Wolf, director of 
GAO's Accounting and Financial Management Division; Richard P. Kusserow, inspector 
general for the Department of Health and Human Services; Albert T. Sommers, senior 
fellow and economic counselor of The Conference Board; and Harold Q. Langenderfer, 
Peat Marwick Main Professor of Accounting at the University of North Carolina.
SPECIAL: LEGISLATION REQUIRING REGISTRATION OF CONSULTANTS INTRODUCED IN SENATE
Companies working as consultants and performing services for the Federal government
would be required to register with the Federal agency with which they do business
by legislation introduced in the Senate on 8/1/88 by Senator David Pryor (D-AR). 
S. 2474, the Consultant Registration and Reform Act of 1988, would create a 
registration requirement for any consultant doing work directly for the Federal 
government or doing work for a contractor who is working for the government. This 
provision would require a consultant to provide the following information: name 
and business address; a description of the services provided by the consultant; a
3list of all public and private clients, both foreign and domestic; a description 
of the services furnished to each client; a statement as to whether the consultant 
has ever been convicted of a felony or whether the consultant is under indictment; 
and a statement as to whether the consultant is currently suspended or debarred by 
the government. Using the Office of Management and Budget’s Circular A-120, which 
regulates the government’s use of consultants, and the President's Cabinet Council 
on Management and Administration study on consultants, Senator Pryor defined 
consulting services as "advisory and assistance services which includes management 
and professional services; the conduct and preparation of studies, analyses, and 
evaluations; and engineering and technical services." Other provisions in S. 2474 
would require the following: 1) "Request for Proposals" those contracts worth
$25,000 or more to be published in the "Commerce Business Daily" at least 30 days 
prior to the award of the contract; 2) agencies to prepare an evaluation of the 
contractor's performance; 3) the creation of monitoring requirements on consulting 
contracts; 4) that both agency budget submissions and the President's budget 
contain itemized statements regarding the amounts that each agency is requesting 
for consulting services; and 5) that agencies compile and make available to the 
public a list of all contracts which were entered into for the previous fiscal 
year. S. 2474 was referred to the Senate Governmental Affairs Committee which has 
not yet scheduled hearings on the measure. In addition, Senator Pryor has 
announced his intention to offer a similar measure, which would only affect 
Pentagon consulting, as an amendment to the Defense Department appropriations bill 
when it is considered on the Senate floor in the weeks ahead.
SPECIAL: HOUSE PASSES LEGISLATION AMENDING PROMPT PAYMENT ACT
New penalties for late payment of bills to private businesses would be imposed upon
Federal government agencies under provisions of legislation passed recently by the
House of Representatives. The measure, S. 328, would amend the Prompt Payment Act 
of 1982 to require that government contractors be paid on time or be paid 
interest. A similar version of the legislation was passed by the Senate last 
October (see the 10/19/87 Wash. Rpt.). Provisions in the House-passed bill 
include the following: 1) Eliminate the current law’s 15-day grace period; 2) 
Require agencies to make interest penalty payments without regard to whether the 
business has requested payment of such penalty; 3) Cover subcontractors at all 
tiers of a construction project; and 4) Permit Office of Small and Disadvantaged 
Businesses in the Federal agencies to assist businesses in collecting bills and 
interest penalties. Minor technical differences between the House and Senate 
versions of S. 328 must be resolved before the measure can be sent to the 
President for his signature.
For further information contact Shirley Twillman at 202/737-6600.
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